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A  Series  of  Weekly  Meetings  of  friends  of  a  Sound  Currency 
began  September  23c?,  1858,  in  the  rooms  of  the  Mercantile  Library 
Association,  Clinton  Hall,  JVew  York,  James  Gallatin,  Usg., 
presiding.  In  addition  to  citizens  of  Neio  York  and  Brooklyn, 
gentlemen  from  Boston,  Salem,  Louisville,  Lexington,  and  other 
places,  toere  2^^(sent  at  one  or  more  of  the  meetings.  At  the  fifth 
meeting,  held  October  20th,  a  Committee  was  apjoointed  to  take  into 
consideration  the  various  suggestions  that  had  been  made,  and  report 
such  measures  as  might  be  deemed  advisable.  That  Committee  re- 
imrted  on  November  \%th,  by  Hon.  Geo.  Opdyke,  their  Chairman. 
On  motion,  said  report  loas  adopted  and  ordered  to  be  printed,  and 
is  hereunto  annexed. 
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REPOET    0^    CURRENCY. 


Mr.  Chairmax, — The  committee  appointed  at  a  former  meeting  to 
devise  a  plan  of  Currency  Reform  for  tlie  consideration  of  this  Board, 
beg  leave  to  submit  the  following 

REPORT: 

They  entered  upon  the  task  assigned  them  with  great  diffidence,  but 
with  a  determination  to  give  the  subject  that  careful  and  thorough  ex- 
amination which  its  importance  demands.  In  common  with  all  others, 
they  were  conscious  of  radical  defects  in  our  monetary  system,  but  they 
knew  and  felt  that  no  two  men  agree  as  to  the  specific  character  of 
these  defects,  nor  as  to  the  proper  means  of  removing  them.  They 
knew  also  that  their  own  views  were  diverse  and  in  some  respects  con- 
flicting ;  insomuch  that  they  entertained  but  slender  hopes  of  bringing 
them  into  perfect  accord.  They,  have  great  pleasure,  however,  in  stat- 
ing, that  repeated  conferences  and  careful  investigations  of  the  points 
on  which  they  differed  at  first,  have  enabled  them,  with  almost  entire 
unanimity,  to  unite  in  recommending  the  series  of  reforms  which  they 
are  about  to  present. 

No  difference  of  opinion  exists  in  any  quarter  as  to  the  urgent  need 
of  reform.  Our  system  of  banking  contains  some  inherent,  deep-seated 
defect.  It  forces  the  currency,  at  irregular  periods,  into  violent  par- 
oxysms of  expansion  and  contraction.  To-day,  for  instance,  its  volume 
in  this  city  is  at  least  twice-told  what  it  was  twelve  mouths  ago.  These 
convulsive  movements  it  imparts  to  commerce ;  for  it  is  scarce  speaking 
figuratively  to  say  that  money  is  the  nervous  fluid  of  commerce.  It 
pervades  the  commercial  world,  prompts  every  act  of  exchange,  and  im- 
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parts  to  commerce  everywhere  the  principle  of  activity.  When  it  is 
sound,  pure,  and  of  uniform  value,  as  it  must  be  where  it  consists  of  the 
precious  metals  alone,  it  merely  excites  it  to  temperate  and  healthful 
action.  But  when  its  quality  is  debased  and  its  volume  enlarged  by  in- 
grafting it  with  paper  promises  in  the  form  of  bank  notes  and  deposits, 
and  its  value  thereby  rendered  as  variable  as  the  wind,  it  must  neces- 
sarily exercise  a  most  pernicious  influence  on  the  stability  and  prosper- 
it}-  of  commerce,  and  through  that  on  the  economic  and  moral  condition 
of  the  people.  It  in  truth  throws  around  commerce,  when  prosecuted 
on  a  system  of  long  credits,  as  ours  is,  all  the  hazards  of  a  game  of 
chance.  No  one  can  tell,  when  buying  or  selling  on  time,  what  will  be 
the  condition  of  our  currency  at  the  maturity  of  the  contract.  It  may 
be  at  its  extreme  of  expansion,  or  at  its  extreme  of  contraction, — the 
value  of  the  dollar  may  grow  to  the  value  of  two  dollars,  or  it  may 
shrink  to  the  value  of  fifty  cents.  In  the  one  case  the  seller  loses,  in 
the  other  he  wins,  just  as  he  would  do  if  he  bet  on  the  turn  of  a  die. 
Nor  are  his  elements  for  calculating  the  result  much  better ;  for  the 
movements  of  our  banking  s^-stem,  as  at  present  organized,  not  being 
directly  subject  to  the  laws  of  trade,  nor  to  effective  legal  restraints,  are 
in  truth  governed'  by  chance. 

Whenever  our  currency  is  thrown  into  one  of  its  paroxysms  of  ex- 
treme expansion,  by  the  undue  enlargement  of  bank  loans,  it  literally  in- 
toxicates commerce,  and  drives  it  into  all  kinds  of  excesses.  The  de- 
sire of  gain  is  stimulated  to  an  unwonted  degree,  and  manifests  itself  in 
over-trading,  imprudent  credits,  reckless  speculations,  and  numerous  en- 
terprises of  questionable  utility  and  still  more  questionable  morality. 
When  the  curtailment  of  bank  loans  suddenly  precipitates  the  currency 
to  its  other  extreme,  commerce  is  paralyzed,  industrial  processes  sus- 
pended, and  laborers  thrown  out  of  employment ;  banks  and  merchants 
are  alike  forced  into  suspensions  or  failures,  and  the  whole  community 
involved  in  unexpected  losses  and  disappointments,  all  tending  to  the  de- 
velopment of  fraud,  suffering,  penury,  and  a  long  train  of  kindred  evils. 
These  effects  were  all  witnessed  in  the  reaction  of  last  autumn  ;  but  their 
severity  and  duration  were  as  nothing  compared  with  what  occurred  in 
1837.  Those  who  recollect  the  crisis  of  that  year  will  remember  that 
the  embarrassments  were  aluiost  universal,  and  that  mercantile  suspen- 
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sions  proved  to  be,  in  most  cases,  absolute  failures.  It  bankrupted  States 
as  well  as  individuals,  both  financially  and  morally,  and  gave  birth  to 
frauds  and  other  expedients  so  disreputable  as  to  stamp  that  chapter  of 
our  histor}'  with  imperishable  disgrace. 

These  evils  are  of  a  most  serious  character,  it  will  be  confessed  ;  and 
they  are  now  universally  recognized  as  resulting  from  those  fluctuations  in 
the  currency  that  are  occasioned  by  the  want  of  a  proper  restraint  imposed 
by  law  on  the  loans  and  discounts  of  banks.  They  are  allowed  to  extend 
their  lines  of  discount  without  limit,  and  thus  exercise  a  more  dangerous 
and  despotic  power  over  the  property  of  the  community  than  was  ever 
exercised  by  the  most  absolute  government.  By  a  course  of  reckless 
expansion,  followed  by  a  forced  contraction,  they  often  ruiu  the  most 
prudent  of  merchants,  tradesmen  and  mechanics,  stripping  them  of  the 
property  accumulated  through  years  of  honest  industry,  frugality  and 
care.  Nor  does  our  banking  system  afford  any  adequate  compeusation 
for  these  evils.  On  the  contrary,  it  inflicts  other  injuries  that  have  not 
yet  been  adverted  to.  It  causes  our  commercial  intercourse  with  other 
nations  to  be  impoverishing  rather  than  enriching ;  for  it  makes  money 
plenty  and  cheap  here,  and  thereby  enhances  prices  at  home  while  it 
does  not  afi"ect  them  abroad,  thus  compelling  us  to  buy  foreign  goods 
dear,  and  sell  our  exports  cheap.  Again  :  bank  suspensions  in  some 
instances  turn  out  to  be  most  disastrous  failures,  and  in  all  such  cases, 
the  community,  as  represented  by  billholders  and  depositors,  must  suf- 
fer, to  say  nothing  of  the  still  heavier  losses  incurred  by  shareholders. 
Including  the  latter,  it  is  believed  the  people  of  the  United  States  have 
lost  by  broken  banks  and  depreciated  notes,  during  the  last  half  century, 
more  than  §200,000,000. 

So  restive  have  some  gentlemen  of  wealth  and  public  spirit  be- 
come, under  these  grievances,  that  they  propose  to  combat  them  by 
private  efforts,  through  the  agency  of  bullion  banks.  These  are  ciForta 
in  the  right  direction,  and  are  entitled  to  encouragement  from  every 
friend  of  a  sound  currency.  If  put  in  successful  practice,  the  banks 
thus  established,  would,  at  least,  serve  to  preserve  the  soundness  of  all 
the  money  passing  through  their  hands,  and  also,  by  force  of  example, 
exercise  a  salutary  influence  beyond  their  own  sphere.  They  would 
thus   mitigate  the  evils  of  which  we  all  complain ;  but  they  would  be 
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powerless  as  instruments  for  successfully  combating  the  abuses  of  the 
present  system.  This  requires  the  strong  arm  of  the  law ;  and  there 
have  been  periods  in  our  history  when  even  that  was  found  scarcely  ade- 
quate, so  powerful  is  the  influence  wielded  by  class  interests,  when 
armed  with  great  wealth. 

How,  then,  shall  we  rid  ourselves  of  these  gigantic  evils  ?  Shall  we 
abandon  the  system  altogether,  wind  up  the  banks,  and  return  to  the 
currency  which  the  framers  of  the  Constitution  intended  to  establish  ? 
This  extreme  remedy  has  been  occasionally  proposed,  and  sometimes 
even  in  influential  quarters.  -Nor  can  it  be  disguised  that  there  exists 
in  the  community  a  deep-seated  sentiment  of  hostility  to  our  whole  sys- 
tem of  banking.  This  sentiment  is  yet  smothered,  but  it  is  silently 
widening  and  strengthening ;  and  it  needs  but  one  or  two  more  crises 
like  that  of  last  autumn,  to  bring  it  to  open  expression  and  resolute 
action.  With  this  sentiment  your  committee  cannot  sympathize.  Per- 
haps it  would  have  been  better,  if  we  had  never  departed  in  practice 
from  that  reliable  standard  of  value  ordained  by  the  Constitution ;  but 
the  present  system  of  currency  has  been  established  too  long,  and  has 
blended  itself  too  intimately  with  the  habits  and  interests  of  our  people, 
to  permit,  for  a  moment,  the  idea  of  its  total  abandonment,  until  every 
means  of  improving  it  shall  have  been  first  exhausted.  Reformation, 
not  destruction,  is  what  the  exigency  demands.  But,  is  this  practical  ? 
Your  committee  believe  it  is,  and  they  will  now  proceed  to  state  the  rea- 
sons on  which  their  belief  is  grounded,  together  with  the  remedies  they 
have  to  propose 

The  first  point  to  be  settled,  is  the  specific  character  of  the  defects 
we  seek  to  remedy.  This,  it  is  believed,  has  been  done  with  sufficient 
accuracy  by  the  discussions  that  have  already  taken  place  before  this 
association.  It  will  only  be  necessary,  therefore,  at  this  time,  to  state 
them  in  the  order  of  their  importance,  illustrate  the  manner  in  which 
each  produces  its  vicious  consequences,  and  suggest  the  proper  remedies. 
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I. — Op  Baxk  Expansions  and  Contractions — their  Cause 
AND  THE  Remedy. 

The  great  outstanding  defect  iu  our  banking  system  is  its  undue 
conversion  of  its  own  credit  into  currency.*  This  transmutation  or 
magic-like  change  takes  place  whenever  a  bank  discounts  in  excess 
of  its  capital,  and  it  takes  place  to  the  precise  extent  of  the  excess, 
for  every  dollar  thus  discounted  becomes  currency,  in  the  form  of  a 
debt  due  from  the  bank  to  the  community  for  circulating  notes  or 
deposits.  If  the  bank  give  its  own  notes  iu  exchange  for  the  securi- 
ties discounted,  its  credit  is  transmuted  into  currency  in  the  form  of 
circulating  bank  notes ;  if  it  merely  inscribe  a  credit  on  its  ledger  to 
the  party  for  whom  it  makes  the  discount,  as  is  generally  the  case  in 
our  city  banks,  its  credit  becomes  currency  in  the  form  of  deposits  in 
bank ;  and  although  these  deposits  are  a  pure  fiction,  having  no  tangible 
existence  anywhere,  for  neither  the  bank  nor  the  depositor  really  pos- 
sesses them,  they,  nevertheless,  perform  the  office  of  money  just  as  ef- 
fectually as  coin  or  bank  notes  held  in  actual  possession.  In  truth, 
these  ideal  deposits,  these  inscriptions  of  credit  on  bank  ledgers,  which 
are  placed  there  in  exchange  for  the  securities  discounted,  and  which  re- 
present nothing  but  those  securities  and  the  credit  of  the  banks,  are  the 
chief  reliance  of  our  commerce  in  effecting  the  purchase  of  proporty  and 
the  payment  of  debts.  They  constitute,  at  the  present  time,  five-sixths 
of  the  active  currency  of  this  city. 

The  law  confers  upon  banks  this  privilege  of  creating  fictitious  cur- 
rency, by  loaning  its  credit  at  interest,  and  properly  so,  for  without  it 
they  could  not  exist.  It  constitutes  their  only  source  of  profits,  inde- 
pendent of  interest  on  their  capital,  which,  it  is  evident,  might  be  ob- 
tained as  readily  and  more  securely,  through  individual  efibrts  of 
the  shareholders,  without  resorting  to  the  expensive  machinery  of 
banking.  It  is  not,  therefore,  to  the  moderate  and  prudent  exercise  of 
this  privilege  that  your  committee  object.  They  believe  it  may  be  car- 
ried to  an  extent  that  will  render  banking  both  profitable  and  useful 

*  This  ingenious  device  for  making  monej-  was  first  resorted  to  by  the  Bank  of 
England,  and  our  system  has  been  grounded  on  the  same  principle. 
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■without  endangering  the  stability  of  the  currency,  and  without  detriment 
to  any  other  interest.  But,  in  view  of  the  fact  just  shown,  that  every  dol- 
lar of  bank  credit  loaned  creates  a  dollar  of  active  currency,  it  is  obvious 
that  this  privilege  should  be  exercised  only  within  proper  limits, — that 
it  should  be  subjected  to  strict  legal  restraints.  When  subjected  to  no 
other  restraint  than  that  compounded  of  the  strength  of  human  cupidity 
and  the  means  of  gratification  at  its  command,  as  is  the  case  with  our 
banks,  we  cannot  be  surprised  at  their  abuse  of  this  privilege,  in  pushing 
their  discount  lines,  at  every  favoring  opportunity,  to  an  extent  alike 
injurious  to  the  currency  and  unsafe  to  themselves.  Fifteen  months  ago, 
for  example,  the  banks  of  this  city  extended  their  loans  to  $122,000,000, 
which  proved  to  be  a  dangerous  degree  of  expansion.  With  the  then 
existing  amount  of  their  capital  and  specie  reserve,  this  aggregate  of 
loans  infused  into  our  currency  about  $80,000,000  of  the  credit  element 
in  the  form  of  deposits  and  circulation,  on  a  specie  basis  of'$12, 000,000, 
or  nearly  seven  dollars  of  the  credit  element  to  one  dollar  of  coin.  This 
enlarged  the  volume  of  currency  and  enhanced  prices  to  such  a  de- 
gree, that  it  generated  an  adverse  balance  in  our  foreign  trade  much 
faster  than  we  were  digging  gold  from  the  bowels  of  California  to  meet 
it.  The  banks,  of  course,  were  called  upon  to  supply  the  deficiency 
from  their  vaults.  This  demand  upon  a  meagre  reserve  of  coin 
sxcited  apprehensions  which  were  ripened  into  a  panic  by  other  unto- 
ward events,  and  the  result  was  that  after  a  struggle  of  a  few  weeks, 
during  which  the  banks  contracted  their  loans  and  diminished  the  cur- 
rency some  $25,000,000,  they  were  compelled  to  close  their  vaults,  and 
thus  yield  to  a  pressure  occasioned  by  their  own  imprudent  expan- 
sion. And  it  must  ever  be  thus,  unless  we  place  a  check-rein  upon  the 
banks  ;  because  there  is  a  natural  ratio  of  commerce  and  money  which 
cannot  be  disturbed  with  impunity.  Every  undue  expansion  of  the 
currency  is  sure  to  be  punished,  through  the  laws  of  trade,  by  a  subse- 
quent corresponding  contraction  ;  and  the  greater  the  excess  of  currency 
in  the  first  instance,  the  greater  its  inevitable  deficiency  in  the  second. 

Seeing  then  that  the  reckless  enlargements  and  consequent  degrada- 
tion of  our  currency,  through  the  excessive  loaning  of  bank  credits,  are 
of  most  pernicious  tendency,  and  that  neither  the  system  itself  nor  the 
law  establishing  it  contains  any  principle  or  provision  capable  of  prevent- 
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ing  these  excesses,  it  is  surely  the  part  of  wisdom  to  provide  the  needful 
restraint  by  legal  limitations.  But  where  shall  we  apply  for  relief? 
Shall  it  be  at  "Washington,  or  at  Albany  ?  If  we  go  to  the  General  Gov- 
ernment and  say,  "  the  establishment  or  maintenance  of  a  sound  cur- 
rency is  one  of  the  most  useful  prerogatives  of  Government ;  this  power, 
it  is  believed,  the  Constitution  has  conferred  on  you,  and  we  ask  you  to 
exercise  it ;  "  the  Government  will  be  likely  to  give  us  this  response  : 
"We  agree  with  you  that  the  framers  of  the  Constitution  intended  to 
place  this  power  in  our  hands,  but  the  State  Governments  at  once  usurp- 
ed it,  have  always  exercised  it,  and  will  not  yield  it.  You  must  there- 
fore look  to  them.  We  have  exercised  the  only  power  over  this  subject 
that  remains  with  us,  in  excluding  from  our  own  monetary  transactions 
every  thing  but  gold  and  silver.''  This  answer  would  be  as  forcible  as 
it  is  true ;  and,  although  your  committee  think,  as  will  be  seen  presently, 
that  something  more  remains  for  the  General  Government  to  do,  it 
shows  conclusively  that  our  main  reliance  must  be  upon  our  own  Legis- 
lature. It  is  there  that  the  evil  originated,  and  it  is  proper  that  we 
should  there  ask  for  its  removal. 

But  what  shall  be  the  remedy  asked  for  ?  It  is  believed  that  each 
bank  may  be  safely  permitted  to  extend  its  loans  and  other  investments 
to  a  point  equal  to  once  and  a  half  its  capital  and  its  specie  reserve,  pro- 
vided, nevertheless,  that  it  must  keep  on  hand  at  all  times  an  amount  of 
specie  equal  to  twenty  per  cent,  of  its  immediate  liabilities  other  than 
for  its  circulating  notes,  which  should  not  be  included  because  otherwise 
secured. 

If  the  banking  laws  of  this  State  were  thus  amended,  the  extremes 
between  which  our  bank  expansions  and  contractions  now  vibrate  would 
be  brought  much  nearer  together.  Their  movements  would  be  subject 
to  more  wholesome  restraints,  which  would  cause  them  to  perform  their 
gyrations  in  a  narrower  circle.  Tliey  could  no  longer  inflate  the  cur- 
rency, by  mixing  their  credit  with  it,  to  that  dangerous  extreme  which 
necessitates  a  sudden  and  extreme  reaction.  And  yet  the  privilege  of 
loaning  their  credit  to  the  extent  of  half  their  capital  and  as  much  be- 
yond that  point  as  they  may  have  specie  in  their  vaults,  would  give  them 
ample  margin  for  profits.  Banks  judiciously  managed  under  this  re- 
striction would,  it  is   believed,  be   able  to  earn    from  seven  per  cent,  to 
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eight  per  cent,  per  annum  of  net  profits,  and  they  would  be  measurably 
secure  from  the  dangers  of  periodical  crises,  since,  under  this  reform 
these  could  not  occur  with  severity,  if  at  all.  It  may  be  inferred  by  some, 
if  the  loaning  of  bank  credit  and  the  consequent  production  of  fictitious 
currency  be  attended  by  bad  consequences  when  carried  to  excess,  that 
it  must  be  followed  by  like  consequences  in  all  cases  where  the  privilege 
is  exercised  in  any  degree,  as  it  would  seem  to  prove  the  principle  a  bad 
one.  But  this  does  not  follow.  The  evils  that  we  wish  to  avoid  are  ex- 
pansions and  contractions  of  the  currency,  and  these  result  solely  from 
the  abuse  of  the  privilege.  If  confined  to  the  limits  proposed,  the  volume 
of  the  currency  would  not  be  expanded  at  all.  The  moderate  infusion 
in  it  of  the  fictitious  or  credit  element  would  merely  displace  or  drive 
out  a  like  quantity  of  coin,  leaving  the  aggregate  the  same  as  if  it  con- 
sisted of  the  precious  metals  alone.  This  is  the  precise  point  that  it  is 
desirable  to  attain.  The  limited  privilege  of  loaning  their  credit  to  the 
extent  of  50  per  cent,  of  their  capital,  and  as  far  beyond  it  as  they  have 
specie  in  their  vaults,  would  secure  to  the  banks  remunerating  profits, 
and  to  the  community  the  superior  convenience  of  paper  money,  without 
enlarging  the  volume  of  currency,  or  in  any  manner  affecting  the  measure 
of  value ;  for  it  must  be  noted  that  the  restraint  proposed  will  compel  bank 
expansions  to  coincide  in  time  and  degree  with  the  increase  and  diminu- 
tion of  coin.  These  ebb  and  flood  tides  in  our  currency  would  doubt- 
less occur  if  it  were  exclusively  metallic.  They  are  necessary  conse- 
quences of  the  principle  of  free  competition  in  the  production  and  dis- 
tribution of  wealth.  But  in  that  case  they  would  be  of  such  a  moder- 
ate kind  that  their  effects  would  be  salutary  rather  than  injurious,  serv- 
ing merely  to  check  the  natural  tendency  of  commerce  to  overaction. 
It  must  be  owned,  however,  that  the  limitation  of  bank  discounts  here 
proposed,  will  permit  the  fictitious  portion  of  our  currency  to  increase 
and  diminish  at  the  same  time  and  in  the  same  degree  that  its  metallic 
portion  increases  and  diminishes,  thereby  allowing  the  whole  to  enlarge 
and  lessen  with  twice  the  rapidity  that  it  would  do  if  exclusively  metal- 
lic. This,  although  permitted  by  the  plan,  need  not  be  apprehended,  it 
is  believed,  in  its  practical  working,  because  the  issue  of  the  fictitious 
money  would  check  the  influx  of  coin,  and,  as  a  consequence,  its  own 
issue  also ;  and  hence  the  exercise  of  the  privilege  thus  limited  cannot. 
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in  point  of  fact,  aggravate  the  fluctuations  incident  to  a  metallic  currency 
but  slightly,  if  at  all.  Under  the  present  system  the  banks  generally 
expand  with  five  or  six  fold  the  rapidity  with  which  their  coin  augments, 
often  continuing  the  expansion  long  after  the  coin  has  commenced  leav- 
ing their  vaults,  as  has  been  the  case  with  the  banks  of  this  city  for  some 
months  past.  Even  under  the  severe  restrictions  of  the  Louisiana  law, 
requiring  the  banks  to  keep  33^  per  cent,  of  specie  to  their  immediate 
liabilities,  they  are  permitted  to  extend  their  loans  two  dollars  for 
every  dollar  that  their  coin  augments.  That  restriction  proved  itself 
to  be  a  most  salutary  one  in  the  crisis  of  last  year ;  but,  although  more 
suppressive  of  bank  profits  than  the  restrictions  here  proposed,  because 
it  requires  a  much  larger  specie  reserve,  it  is,  notwithstanding,  a  less  ef- 
fective check  on  bank  expansions,  since  it  permits  them  to  increase  their 
discounts  twice  as  fast  as  their  coin  augments,  while  these  would  limit 
them  to  an  increase  of  dollar  for  dollar  of  coin. 

But  in  connection  with  restraints  upon  the  maximum  of  discounts, 
your  committee  also  propose  limitations  as  to  the  minimum  of  specie 
compared  with  immediate  liabilities,  other  than  for  circulating  notes. 
The  latter  are  not  included  because  they  are  already  secured  by  a  de- 
posit of  stocks  with  the  Bank  Department,  and  it  would  seem  to  be  unjust, 
so  long  as  these  are  required,  to  demand  the  additional  pledge  of  specie. 
Your  committee  have  not  deemed  it  necessary  or  expedient  to  place 
this  minimum  so  high  as  does  the  laws  of  Louisiana,  because  the 
limitation  of  discounts  eff"ects  the  main  object  much  better,  and  a 
due  regard  to  bank  profits  seems  to  forbid  it ;  for  our  banks  have 
not  the  opportunity  of  profitable  operations  in  exchange  enjoyed  by 
those  of  Louisiana.  Besides,  it  is  not  deemed  wise  to  confine  the  bank 
movements  within  limits  so  narrow  as  to  endanger  their  suspension  at 
every  adverse  reaction.  The  object  of  requiring  a  minimum  of  specie 
at  all,  is  not  so  much  to  check  the  discounts,  since  that  will  be  much 
better  done  by  the  direct  limitation  proposed,  as  to  secure  a  larg-cr  reser- 
voir of  coin  to  meet  the  requirements  of  crises  and  other  unexpected 
demands.  A  legal  minimum  of  20  per  cent,  will,  it  is  believed,  give  a 
practical  minimum  of  not  less  than  25  to  30  per  cent.,  for  no  prudent 
bank  will  voluntarily  occupy  a  position  on  the  verge  of  legal  death  ;  and 
some  will  be  compelled  to  keep  even  more  than  30  per  cent.,  to  meet  the 
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contingencies   to  ■wbicli   they  are  liable   from   heavy   and    fluctuating 
deposits. 

It  is  believed  that  this  restriction  would  prevent  the  specie  reserve 
of  the  banks  of  this  city  from  falling  at  any  time  below  $25,000,000.  It 
would  probably  range  from  25  millions  to  50  millions.  This  is  quite 
low  enough, — much  less,  in  fact,  than  any  other  city  of  equal  commerce 
is  satisfied  with;  as  witness  London  and  Paris,  each  with  its  $100,000,- 
000.  It  is  to  be  hoped  that  this  city,  now  ranking  second  in  commercial 
importance,  and,  if  true  to  herself,  ere  long  to  occupy  the  commanding 
position  of  the  world's  centre  of  commerce  and  exchanges,  will  not  again 
be  liable  to  the  reproach  of  letting  her  currency  rest  on  the  pitiful  basis 
of  ten  millions  of  coin. 

Your  committee  would  also  recommend,  as  an  amendment  to  the 
general  banking  law  of  this  State,  that  hereafter  every  bank  organized 
under  the  act  passed  April  18,  1838,  and  the  subsequent  amendments 
thereof,  shall,  before  it  makes  any  loans  or  discounts,  have  all  its  capital 
actually  paid  up  in  specie,  which  payment  shall  be  proved  on  oath  to  the 
satisfaction  of  the  superintendent  of  the  banking  department ;  and  that 
all  banks  now  organized,  or  hereafter  to  be  organized,  shall  be  prohibited 
from  making,  either  directly  or  indirectly,  any  loans  or  discounts  upon 
pledge  of  their  capital  stock  or  any  part  thereof 

These  additional  safeguards  are  deemed  necessary  as  a  means  of  pre- 
venting the  needy  and  the  designing  from  assuming  the  disguise  of 
banking  for  the  purpose  of  borrowing  money  instead  of  lending  it. 

The  committee  believe  that  the  few  and  simple  alterations  they  have 
now  recommended  in  the  banking  laws  of  this  State,  would  go  far,  very 
far,  towards  living  our  currency  those  characteristics  of  soundness  and 
stability  which  appertain  to  a  metallic  currency.  They  would  effectually 
prevent  those  violent  fluctuations  in  its  volume  which  are  attended  with 
such  disastrous  consequences  to  every  interest.  And  in  preventing  them 
here,  at  the  commercial  and  financial  centre  of  the  United  States,  we 
prevent  them  everywhere  throughout  the  limits  of  our  banking  system; 
for  New  York  being  commercially  a  creditor  city  to  every  other  section 
of  the  country,  the  banks  elsewhere  loill  expand  and  must  contract  in 
unison  with  those  of  this  city.  The  steps  in  the  process  are  these : 
When  the  banks  here  enlarge  their  discounts,  it  first  makes  them  debtors 


REPORT   ON   CURRENCY.  1^ 

to  the  banks  of  neighboring  cities.  The  last  named  banks,  finding  ex- 
changes in  their  favor,  either  at  once  begin  to  enlarge  their  discounts 
also,  or,  if  short  of  specie,  first  fortify  themselves  by  demanding  pay- 
ment of  the  diiferences  in  their  favor  in  coin,  and  on  that  increase  their 
loans.  Next  the  banks  in  the  interior  and  in  distant  States,  everywhere, 
in  fact,  to  our  remotest  limits,  feel  the  expansive  wave,  and  promptly 
embrace  the  opportunity  of  riding  upon  its  crest,  for  they  are  all  ambi- 
tious of  large  dividends.  And  thus  a  bank  expansion  here  never  fails 
to  send  its  bloated  pulsations  through  our  whole  banking  system. 
Therefore,  if  the  commercial  position  of  New  York  has  given  her  this 
power  of  control  over  the  bank  movements  throughout  the  Union,  she 
owes  it  to  her  sister  States  as  well  as  to  herself,  to  so  exercise  it  as  to 
preserve  the  soundness  and  stability  of  the  currency. 

Your  committee  have  tested,  theoretically,  the  effect  of  the  pro- 
posed restrictions  on  the  present  status  of  the  banks  of  this  city.  They 
find  that  while  the  more  conservative  are  within  the  required  limits, 
there  are  others  that  are  considerably  beyond  them ;  and  hence,  that 
their  enforcement  at  this  time  would  compel  an  aggreo-ate  curtailment 
in  the  discounts  of  some  four  or  five  millions.  But  the  great  benefit  to 
be  derived  from  their  adoption  will  be  in  restraining  future  movements. 
Even  now  their  salutary  influence  is  needed  to  check  the  present  stron<r 
tendency  to  enlarged  discounts  with  a  steadily  diminishing  reserve  of 
coin.  Unless  this  tendency  be  promptly  arrested,  it  will  be  certain  to 
sow  the  seeds  of  serious  future  mischief. 

But  while  your  committee  believe  that  this  is  the  great  measure  of 
reform  demanded  by  existing  defects  in  our  banking  system,  and  that 
which  is  best  calculated  to  give  the  required  relief,  they  have  auxiliary 
measures  to  recommend  which  they  deem  of  great  value.  Amono-  them 
is 

II. — The  Repeal  of  the  Usury  Laws. 

It  was  reserved  for  the  present  century  to  witness  a  complete  re- 
volution in  the  laws  of  civilized  communities  relative  to  the  interest  of 
money.  Usury  laws  have  now  been  repealed  in  neaily  all  the  leading 
nations  of  Christendom.     It  had  been  the  policy  of  governments,  from 
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the  earliest  ages,  either  to  prohibit  interest  altogether,  or  to  limit  its 
rate.  Money  was  made  the  object  of  special  laws  as  to  the  rate  of  hire 
which  should  be  given  for  its  use,  while  in  the  case  of  other  descriptions 
of  property,  no  law  was  deemed  requisite  but  that  which  naturally  arises 
from  the  influence  of  supply  and  demand.  No  one  questioned  the  propriety 
of  rent,  pay,  or  hire  for  the  use  of  houses,  lands  or  other  property.  Money, 
the  measure  by  which  the  transfers  of  these  is  now  regulated,  was  held  to 
be  something  diflfereut,  of  a  peculiar  and  mysterious  character.  Education, 
Bcientiflc  research,  the  diffusion  of  knowledge  and  alterations  in  the  con- 
dition of  society  and  the  uses  of  money,  have  introduced  new  views  of 
money.  Or,  it  may  be  said,  the  uses  of  money  are,  in  modern  times, 
different  from  what  they  were  in  previous  ages.  No  man  borrows  money 
to  hoard  it.  It  is  borrowed  for  use.  What  the  borrower  needs,  is  the 
money's  worth,  or  its  services.  He  invests  for  profit,  or  to  anticipate 
income.  He  improves  the  ■'  talent,"  or  money,  according  to  his  judg- 
ment, and  he  returns  it,  as  he  would  surrender  hired  houses  or  lands, 
paying  rent  or  interest  to  the  owner  or  lendei*.  Rent,  interest  or  hire, 
paid  for  the  use  of  property,  varies  with  the  nature  of  the  property,  the 
character  of  the  transaction  or  occupation,  the  system  of  government, 
the  customs  of  society — and  even  the  climate  of  a  country  has  an  indirect 
influence.  Profits  may  be  greater  or  less  in  one  case  than  in  another  ; 
one  person  may  be  more  skilful  in  his  calling  or  business  than  another. 
In  the  case  of  money  or  property  invested  in  a  ship  at  sea,  there  may 
be  greater  danger  of  loss  than  in  the  case  of  an  investment  in  land,  or 
a  loan  upon  a  well  cultivated  farm.  To  say  in  the  present  condition  of 
society  that  the  rate  of  interest  or  compensation  for  the  use  of  property 
should  be  the  same  in  every  case,  at  all  times  and  in  all  places,  is  as 
absurd  as  to  assert  that  two  things  wholly  different  are  one  and  the 
same.  Laws  enacted  to  enforce  this  absurdity  were  evaded.  Govern- 
ments that  fostered  usury  laws  found  that  men  either  set  at  defiance  or 
disregarded  with  impunity  the  penalties  which  these  laws  imposed.  Such 
defiance  of  law  was  urged  as  an  argument  in  favor  of  their  repeal,  on 
the  ground  that  systematic  or  general  violation  of  law,  by  successful 
evasion  of  its  penalties,  exerted  a  demoralizing  influence  and  fostered  a 
contempt  for  all  law.  But  laws  should  find  their  support  in  their  own 
inherent  justice.     Being  just,  the  whole  moral  force  of  the  community 
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is  united  in  their  support.  It  is  because  usury  laws  are  unjust  and  im- 
politic that  they  have  been  repealed  by  enlightened  commercial  nations. 
It  is  for  these  reasons  that  we  also  should  repeal  them.  One  of  our 
most  profound  Political  Economists  having  examined  and  discussed  the 
operation  of  these  laws  in  their  various  relationships — moral,  social, 
economical,  and  political — remarks,  "  that  the  usury  laws  so  far  as  they 
operate,  have  a  tendency  to  check  that  salutary  division  of  labor  so  es- 
sential to  the  prosperity  of  every  community — to  throw  a  clog  on  the 
great  wheel  of  commerce."  And  as  to  agriculture,  his  condemnation  of 
these  laws,  he  asserts,  "  is  in  perfect  harmony  with  that  interest."  The 
Farmer,  no  less  than  the  Mechanic,  the  Manufacturer  and  the  Merchant, 
suffers  from  the  usury  laws.  The  unrestricted  use  of»money  accelerates, 
while  usury  laws  retard,  the  progressive  development  and  general  dif- 
fusion of  wealth  in  a  community,  a  state  or  a  nation. 

It  has  been  remarked  by  Ricardo,  that  the  true  rate  of  interest  de- 
pends altogether  upon  "  the  rate  of  profits  which  can  be  made  by  the 
employment  of  capital."  If  it  be  fixed  at  a  certain  rate  by  law,  in 
seasons  of  pressure  for  money  the  banks  are  unable  to  deal  directly 
with  those  who  are  really  in  want  of  money,  because  the  persons  who 
hold  money  in  banks,  or  who  have  superior  influence  with  the  banks, 
immediately  on  the  first  appearance  of  pressure  get  possession  of  all  the 
money  in  the  market,  and  lend  it  out,  at  second  hand,  for  much  higher 
rates  than  the  law  permits  the  banks  to  take.  At  such  times,  no  matter 
how  deserving  a  man  may  be,  however  beneficial  his  occupation  to  so- 
ciety, if  a  peculiar  turn  in  his  afitiirs  should  require  the  temporary  aid 
of  a  little  money,  the  banks  can  afford  him  no  relief,  and,  consequently, 
to  him  the  idea  of  a  bank  becomes  that  of  a  mockery  or  a  snare.  He 
is  bewildered.  He  finds  money  plenty  outside  of  bank,  for  Avhich  he  is  com- 
pelled to  pay  an  enormous  bonus  above  the  market  rate,  and  if  he  will 
not  consent  to  the  too  often  exorbitant  demand,  he  must  contemplate, 
as  an  alternative,  the  destruction  of  liis  business,  and  with  it,  probably, 
the  ruin  of  a  whole  neighborhood,  which  had  become  prosperous  through 
his  energetic  pursuit  of  some  laudable  occupation,  tending  to  foster  in- 
dustrial development  and  the  true  independence  of  his  country.  In  this 
way,  our  usury  laws  defeat  those  just  and  salutary  benefits  which  our 
people  have  a  right  to   look  for,  and  to   calculate   upon  finding  in  the 
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business  of  banking  as  it  should  be  conducted.  Instead  of  such  benefits, 
they  find  that  in  the  hour  of  their  greatest  need,  the  usury  laws  convert 
our  banking  systems  into  engines  of  oppression,  transforming  a  slight 
pressure  for  money  into  a  severe  revulsion,  or  a  violent  panic,  by  prohib- 
iting, through  their  operation,  all  direct  intercourse  between  the  real 
lenders  of  money  and  the  real  borrowers  of  it.  We  had  a  fearful  illus- 
tration 01  the  truth  of  these  observations  in  the  crisis  of  last  year,  when 
a  fictitious  monetary  demand  of  a  most  extraordinary  character,  trans- 
formed a  severe  pressure  into  an  unreasoning  panic. 

If  the  rate  of  interest  were  not  trammelled  by  legal  restraints,  it 
•would  become  to  every  man  having  use  for  money,  either  as  borrower 
or  lender,  what  the  barometer  is  to  the  mariner,  a  guide  by  which  to 
regulate  his  occupation,  telling  him  when  to  spread  or  take  in  sail,  when 
to  contract  or  expand.  By  watching  the  rise  and  fall  in  the  rate  of  in- 
terest, every  man  engaged  in  active  business  would  be  enabled  to  gain  a 
correct  knowledge  of  the  course  of  the  money  market,  a  knowledge 
which  is  now  possessed  exclusively  by  a  few  of  the  shrewdest  of  our 
bank  managers. 

Whatever  arguments  have  been  used  heretofore  in  favor  of  our  own 
usury  laws,  have  now  been  set  aside  by  the  experience  which  we  have 
had,  of  the  folly  of  attempting  to  maintain  these  laws  when  the  leading 
commercial  populations,  with  which  we  hold  the  most  intimate  finan- 
cial relationships,  have  thrown  them  aside,  and  entered  into  free  compe- 
tition for  the  money  of  the  world.  Among  the  phenomena  of  the  late 
revulsion,  there  was  an  evidence  of  the  dangers  which  menace  us, 
financially,  so  long  as  our  usury  laws  continue  in  force.  When  the 
great  powers  of  Europe  engaged  in  war,  the  rate  of  interest  began 
to  increase,  and  in  the  liquidation  of  the  expenses  of  that  war  it  arose 
to  a  very  high  rate.  Every  influence  which  could  draw  money  from 
other  countries  was  put  into  operation.  New  York  being  the  principal 
point  on  this  continent  at  which  capital  centres,  became  exposed  for  a 
long  period,  even  after  the  war  had  terminated,  to  a  system  of  depletion 
which  taxed  the  financial  resources  of  the  whole  country,  and  which 
finally  precipitated,  to  some  extent,  the  impending  collapse.  Our 
Government  stocks  held  in  Europe  were  sent  home  for  redemption  or 
sale,  and  the  money  thus  obtained  was  taken   away  from  us  in  coin  to 
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earn  the  high  rates  of  interest  offered  in  those  countries  of  Europe  which 
had  repealed  the  usury  laws.  State  stocks  and  other  securities  were 
returned  upon  us  in  large  amounts,  and  sold,  and  the  proceeds  went  to 
swell  the  great  current  of  specie  that  flowed  from  this  port  to  Europe. 
Is  it  strange  or  wonderful  that  we  at  last  found  ourselves  prostrate  and 
our  energies  paralyzed  ? 

It  cannot  be  denied  that  we  had  lived  extravagantly  and  speculated 
wildly.  But  whatever  may  have  been  our  errors  as  individuals,  it  is 
demonstrable,  from  recent  occurrences,  that  our  financial  system  would 
have  proved  itself  much  stronger  had  we  not  been  chained  to  usury  laws, 
by  mistaken  legislation,  throughout  that  period  of  European  competition 
for  money  which  preceded  the  revulsion.  Admit  that  certain  rates  of 
interest  were  quoted  as  high  here  as  those  prevalent  in  London,  Paris, 
Hamburg  and  Amsterdam,  or  higher ;  yet  it  must  be  remembered  that 
these  rates  were  esceptioual,  were  contrary  to  law,  and  prevailed  only 
to  a  limited  extent,  principally  among  those  who  knew  how  to  evade  the 
usury  laws.  European  capitalists  would  not  incur  the  penalties  of  those 
laws  by  engaging  in  these  monetary  transactions,  or  they  preferred  to 
withdraw  their  capital  to  points  with  which  they  were  more  intimately 
connected,  where  usury  laws  did  not  prevail,  and  where  they  could  ob- 
tain as  high  a  rate  of  interest  without  risk  of  forfeiting  their  capital  by 
taking  more  than  six  or  seven  per  cent. 

Experience  having  thus  demonstrated  that,  as  in  Europe  they  arc 
unshackled  by  usury  laws,  we  are  exposed  in  great  emergencies  to  sud- 
den and  powerful  drafts  upon  our  capital,  one  of  the  principal  means  for 
our  safety  in  the  future  is  to  be  found  in  the  repeal  of  these  laws.  We 
can  then  check  to  a  certain  extent  any  excessive  European  demand  by  a 
lawful  exercise  of  the  right  to  place  our  money  markets  upon  an  equality 
with  those  of  the  rest  of  the  world  as  regards  the  hire  of  money.  We 
shall  then  have  the  satisfaction  of  knowing  we  can  have  money  lawfully 
at  some  price  or  rate,  and  will  not  be  called  upon  to  suspend  all  our 
great  industrial  occupations  and  enterprises. 

Nothing  can  be  more  absurd  than  our  present  position,  as  an  intel- 
ligent people,  living  under  usury  laws  which  forbid  our  giving  or  taking 
more  than  a  certain  fixed  rate  for  money,  while  in  nearly  all  the  great 
European  marts  with  which  we  are  in  daily  correspondence,  and  hold  in- 
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timate  business  relationships,  the  people  are  free  to  pay  or  take  whatever 
rate  they  please.  But  we  must  submit  to  the  loss  of  our  capital,  so  long 
as  our  usury  laws  exist,  whenever  Europe  pleases  to  bid  higher  for  money 
than  these  laws  permit  us  to  give;  and  the  United  States  will  continue 
to  be  used  as  a  great  reservoir  for  money,  to  be  drained  at  pleasure  by 
the  governments  and  people  of  other  nations. 

So  far  as  our  own  State  is  concerned,  therefore,  we  would  recom- 
mend the  immediate  and  unconditional  repeal  of  the  usury  laws.  Other 
States  will  soon  discover,  in  the  flow  of  capital  to  this  State,  the  neces- 
sity of  following  our  example,  and  thus  these  enactments,  a  remnant  of 
the  dark  ages,  will  disappear  from  the  statute  books  of  the  whole 
Union. 

III.  Suppression  of  Small  Notes. 

Among  the  measures  proposed  for  securing  a  more  uniform  and  re- 
liable currency,  that  of  suppressing  or  prohibiting  small  notes  has  fre- 
quently occupied  public  attention.  Excessive  issues  of  small  notes  are 
fraught  with  evil,  and  the  natural  tendency  of  the  power  to  issue  them 
is  always  to  run  into  excess,  thus  driving  coin  out  of  use  ;  and  too  often 
the  loss  on  such  notes  falls  most  heavily  upon  that  portion  of  the  com- 
munity least  able  to  bear  it.  To  deprive  the  laborer  of  his  hire,  by 
means  of  paper  money  liable  to  sudden  depreciation,  is  a  crime.  All 
oui- governments.  National  and  State,  have  been  appealed  to  against  these 
paper  issues.  Some  of  the  States  have  prohibited  notes  under  five  dol- 
lars, but  so  far  there  has  been  no  disposition  manifested  to  make  the  pro- 
hibition general  throughout  the  Union.  As  early  as  1830,  a  distinguished 
statesman  and  financier,  Mr.  Gallatin,  who  had  been  for  many  years  Secre- 
tary of  the  Treasury,  wrote  in  favor  of  suppressing  notes  under  ten  dollars. 
He  remarked  :  "  Congress  has  power  to  lay  stamp  duties  on  notes,  on 
bank  notes,  and  on  any  description  of  notes.  That  power  has  already 
been  exercised."  Senator  Rives,  of  Virginia,  proposed  such  a  measure 
nearly  a  quarter  of  a  century  ago.  The  late  Col.  Benton,  of  Missouri, 
introduced  a  bill  in  Congress,  in  1855,  proposing  a  tax  "  of  forty  cents 
on  all  (each)  notes  under  five  dollars,  of  twenty  cents  on  all  under  ten 
dollars,  and  of  ten  cents  on  all  under  twenty  dollars,"  with  a  view  of 
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suppressing  their  circulation,  infractions  of  the  bill  being  punishable  as 
a  penal  offence.  The  late  Secretary  of  the  Treasury,  Mr.  Guthrie, 
brought  the  subject  before  Congress  repeatedly,  as  he  remarked,  "  under 
the  hope  that  Congress,  or  the  States  authorizing  their  issue,  would  take 
action  to  extend  the  restriction  and  make  it  general."  He  urged  the 
suppression  of  small  notes  because  of  "  the  losses  which  a  failure  to  re- 
deem them  on  demand  always  inflicts  upon  labor,"  and  also  because  of 
the  deleterious  influence  which  they  exert  upon  the  currency.  The 
present  Secretary  of  the  Treasury  said  in  his  report  of  last  year  :  '•  As 
an  additional  restraint  upon  the  tendency  of  the  banks  to  over  issue,  as 
well  for  the  purpose  of  keeping  an  ample  supply  of  specie  in  constant  cir- 
culation, the  suppression  of  all  bank  notes  under  the  denomination  of 
twenty  dollars  is  recommended  to  the  consideration  of  those  under 
whose  jurisdiction  these  State  institutions  exist." 

Experience  demonstrates  that  coined  money  is  driven  out  of  the 
country  by  excessive  issues  of  paper  money,  and  in  the  absence  of  any 
efi"ort  by  the  General  Government  to  control  and  regulate  paper  money, 
this  must  continue  to  be  the  case ;  and  to  assert  that  the  coining  of 
money,  and  the  regulation  of  money  provided  for  by  the  Constitution, 
apply  to  money  for  the  use  of  the  Government  only,  and  not  also  for  the 
convenience  and  protection  of  the  people  of  the  whole  Union,  is  so  con- 
trary to  reason  as  scarcely  to  require  comment.  Money  made  of  paper 
is  as  powerful  in  its  influence  upon  all  interests  as  money  made  of  gold 
and  silver,  and  the  regulation  of  money,  the  measure  of  value,  belongs 
exclusively  to  the  highest  Liuthority  in  every  nation.  If  the  General 
Government  has  no  power  to  regulate  paper  money,  then  the  power  con- 
ferred upon  it  by  the  Constitution  of  making  gold  and  silver  money,  if 
only  for  the  convenience  of  Government,  has  been,  and  may  again  be, 
rendered  impotent,  since  most  of  the  States  have  assumed  the  right  to 
sanction  the  making  of  paper  mone}',  the  excessive  issues  of  which  drive 
out  of  the  hands  of  the  people  and  out  of  the  country,  the  coined  money 
issued  by  the  General  Government ;  and  in  the  universal  prostration  of 
industry,  trade  and  commerce,  resulting  from  these  excessive  issues  of 
paper  money,  Government  itself  is  paralyzed,  and  forced  in  a  time  of  pro- 
found peace  to  borrow  large  sums  of  money  to  meet  current  expenses. 

Your  committee  entertain  the  opinion  that  the  General  Government 
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possesses  full  power  over  the  currency,  and  it  was  principally  because 
Congress  did  not  exercise  the  power  of  regulating  and  restraining  the 
currencies  issued  under  the  authority  of  the  several  States,  that  resort 
was  twice  had  to  the  expedient  of  a  National  Bank. 

The  experience  of  the  past  year  has  shown  the  impossibility  of  at- 
taining the  object  through  the  action  of  the  Sub-Treasury,  and  results 
from  the  immense  disproportion  betweeen  the  mass  of  payments  for  the 
ordinary  and  current  business  of  the  country,  aud  those  which  are  ef- 
fected by  the  General  Government.  The  action  of  Government  does  not 
extend  beyond  its  receipts  and  disbursements ;  all  it  can  do,  is  to  ac- 
cumulate an  amount  of  specie  equal  to  the  public  funds ;  establishing  a 
separate  metallic  currency  for  the  Government,  compelling  importers  and 
purchasers  of  public  lands,  to  pay  in  specie,  and  paying  its  creditors  in 
the  same  currency.  It  has  had  no  control  over  the  general  currency  of 
the  whole  country.  It  has  not  been  able  to  prevent  a  general  suspen- 
sion of  specie  payments.  It  is,  therefore,  self-evident  that  something 
more  is  required  of  the  General  Government :  something  that  is  practi- 
cable, in  harmony  with  the  spirit  of  the  Constitution,  and  in  accordance 
with  the  great  interests  of  the  people  of  all  occupations  in  every  section 
of  the  Union. 

Two  measures  of  relief  within  the  power  of  the  Genex-al  Government, 
deemed  to  be  wholly  practicable,  have  been  presented  for  the  considera- 
tion of  your  committee  :  first,  the  suppression  of  small  notes  under  ten 
dollars ;  second,  the  opening  of  the  Treasury  ofiices  throughout  the 
Union,  for  receiving  coin  in  sums  of  not  less  than  one  hundred  dollars, 
in  exchange  for  certificates  of  deposit.  The  first  we  have  already  dis- 
cussed, and  we  earnestly  recommend  the  suppression  of  all  bank  notes 
under  ten  dollars,  by  means  of  a  law,  similar  to  the  bill  presented  in 
Congress  by  the  late  Col.  Benton. 
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IV. — Gold  Deposit  System. 


Althougli  the  Independent  Treasury  has  failed  to  regulate  the  cur- 
rency, some  good  has  been  achieved  by  the  establishment  of  that  system. 
The  employment  of  the  precious  metals  by  Government,  simultaneously 
with  an  augmentation  of  gold  from  recent  discoveries,  has  produced  that 
increase  of  the  metallic  basis,  observable  in  all  the  States ;  and  material 
assistance  has,  on  more  than  one  occasion,  been  rendered  to  the  public 
by  a  timely  disbursement  of  the  coin  accumulated  in  the  Treasury. 
Had  those  surplus  revenues,  which  lately  arose  from  excess  of  income 
over  expenditure,  been  retained  by  Government,  the  consequences  would 
have  been  an  earlier,  and  perhaps,  more  disasti-ous  revulsion,  and  greater 
popular  excitement,  than  prevailed  in  the  panic  last  year.  Government 
was  greatly  strengthened  by  the  consciousness  of  the  public,  that  it 
had  exerted  all  its  power,  as  far  as  the  limited  influence  of  the  Sub- 
Treasury  system  extended,  to  mitigate  the  severity  of  the  crisis. 

Experience  has  shown  that  public  money  accumulated  in  the  Treas- 
ury cannot  long  remain  unexpended,  and  it  should  not,  for  it  takes  so 
much  from  the  active  and  bona  fide  capital  of  the  country,  and  Congress 
is  therefore  impelled,  by  principles  of  sound  policy,  to  disburse  it  in 
cancelling  debt,  or  in  enlarged  expenditures  for  useful  purposes,  if  not  by 
distributing  it  among  the  States.  Hence,  it  naturally  occurs  that  when 
a  revulsion  sweeps  over  the  country,  the  reserve  in  the  Treasury  soon 
runs  down  to  a  minimum — duties  from  imports,  and  revenue  from  sales 
of  land,  fall  off,  and  new  debts  ai-e  incurred.  It  being  apparent,  there- 
fore, that  accumulations  of  coin  in  the  Treasury  on  Government  account 
cannot  be  retained  to  any  considerable  amount,  nor  to  an  extent  suffi- 
cient to  form  the  basis  of  a  circulating  medium  for  more  than  a  small 
fraction  of  the  business  of  the  people,  it  has  been  suggested  that  if  the 
Treasury  were  opened  to  private  deposits  of  coin,  in  exchange  for  cer- 
tificates of  not  less  than  one  hundred  dollars  eacli,  the  offices  of  the 
Treasury  throughout  the  Union  would  become  storehouses  of  money  for 
the  people,  and  thus  secure  an  increase  in  the  reserve  of  coin  commen- 
surate with  the  wants  of  business,  so  as  to  check,  in  some  degree,  the 
tendency  to  ruinous  paper  inflations.     The  Government  certificates,  rep- 
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resenting  coin  in  the  Treasury  owned  by  tlie  people — the  faith  of  the 
United  States  being  solemnlj'  pledged  to  retain  the  coin  for  the  payment 
of  the  certificates  on  demand,  and  for  no  other  purpose  whatever — would 
also,  it  has  been  m-ged,  greatly  facilitate  the  transmission  of  money 
through  our  wide-extended  territory ;  and,  being  receivable  at  par  by 
Government  in  payment  of  debts  at  any  of  the  revenue  offices,  although 
payable  in  coin  only  at  the  place  where  issued,  they  would  become  a 
universal  medium  of  circulation,  "  such  as  commerce  and  trade,  no  less 
than  industry  and  capital,  would  find  convenient  and  acceptable."  This 
system  is  already  in  operation,  indirectly,  to  a  limited  extent,  in  the  use 
which  is  made,  as  a  medium  of  exchange,  of  the  drafts  drawn  on  the  As- 
sistant Treasurers  and  Depositaries,  as  well  as  in  the  use  that  is  made 
of  certificates  for  bullion  deposited  for  coinage  at  the  Mint,  Branch 
Mints  and  Assay  Offices.  These  drafts  and  certificates  are  accepted  as 
money;  they  are  used  and  circulated  as  money,  and  the  drafts  are  some- 
times kept  in  circulation  for  years  before  they  ?  re  presented  for  payment. 
The  proposition,  therefore,  to  authorize  the  opening  of  the  Treasury  to 
private  deposits  is  demonstrated  to  be  a  measure  which  the  people  re- 
quire, and  which  would  be  made  available  to  a  considerable  extent  in 
establishing  a  more  uniform  and  reliable  currency. 

For  fear  that  we  may  be  misunderstood  we  will  state,  that  we  are 
opposed  to  all  issues  of  paper  money  by  the  Government;  that  we  would 
consider  such  an  issue,  of  paper  money,  as  one  of  the  greatest  calamities 
that  could  be  inflicted  upon  the  country — it  would  only  be  a  mode  of 
borrowing  money;  it  would  no.  control  the  issues  of  the  banks,  and 
would  not  aid  in  the  least  the  establishment  of  a  sound  currency.  The 
measure  suggested  by  us  is,  that  the  General  Government  should  receive 
on  special  deposit  from  the  people,  gold,  give  a  receipt  for  it,  and  return 
it  to  the  depositors,  or  their  representatives  or  assigns,  on  surrender 
of  said  receipt.  By  this  means  every  possessor  of  gold  coin  can  put  the 
same  immediately  into  circulation :  that  is  to  say,  while  the  gold  coin 
remains  deposited  with  the  Government,  the  public  will  have  as  fully 
the  use  of  it  as  if  it  were  actually  passing  from  one  person  to  another, 
by  an  active  circulation ;  and  thus  not  only  furnish  a  supply  of  coin, 
available  in  case  of  need,  but  also  a  means  for  remittances  through  the 
United  States. 
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That  the  power  "  to  coin  money  "  and  "  regulate  the  value  thereof," 
derived  from  the  Constitution,  confers  upon  Congress  the  right  to  con- 
trol paper  money,  the  most  liable  to  abuse  of  any  description  of  money, 
is  proved  by  the  debates  in  the  Constitutional  Convention,  and  in  the 
writiDgs  of  all  the  early  authorities ;  and  to  permit  deposits  of  coin  in 
the  Treasury,  as  a  means  of  regulating  the  currency,  is  only  to  exercise 
an  attribute  of  the  power  to  coin  money,  since  the  coin,  being  at  rest 
and  saved  from  wear,  is  represented  by  the  certificate  circulated  in  its 
stead ;  and  it  being  impossible  to  transact  our  vast  internal  commerce 
and  trade  without  the  use  of  paper  money,  the  Government,  in  issuing 
such  money  based  upon  and  representing  coin,  only  carries  out  the 
power  that  has  been  conferred  upon  it  by  the  Constitution. 

Your  committee  are  unable  to  discern  any  serious  objection  to  this 
measure,  and  we  therefore  propose  it,  and  recommend  its  adoption,  the 
deposits  to  be  in  sums  of  not  less  than  one  hundred  dollars  each. 

The  two  measures  which  we  have  proposed  for  the  action  of  the 
General  Government,  if  adopted,  will  most  assuredly  increase  our  me- 
tallic basis,  and  operate  as  powerful  correctives  to  an  undue  expansion 
of  paper  money.  And  we  confidently  trust  that  our  leading  States- 
men, forgetting  political  animosities,  will  unite  in  a  patriotic  efibrt  to 
remedy  evils  that  are  sapping  the  foundations  of  the  greatness  of  our  be- 
loved country. 


To  recapitulate  the  measures  recommended.  They  are : 
First.  That  the  banking  laws  of  this  State  be  so  amended  that  no 
bank  shall  hereafter  be  permitted  to  extend  its  loans,  discounts,  and 
other  investments,  beyond  an  amount  equal  to  the  sum  of  its  capital, 
half  its  capital,  and  the  specie  in  its  vaults ;  nor  shall  it  be  permitted  to 
let  its  specie  at  any  time  fall  below  20  per  cent,  of  its  immediate  liabili- 
ties, exclusive  of  its  circulating  notes.  That  banks  hereafter  to  be  or- 
ganized under  the  banking  laws  of  this  State,  also  be  required,  before 
commencing  business,  to  have  their  entire  capital  paid  up  in  full  in  spe- 
cie ;  and  that  all  banks  be  hereafter  prohibited  from  making  loans, 
either  directly  or  indirectly,  on  their  own  stock. 
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Second.  That  all  laws  against  usury  be  repealed. 

Third.  That  the  circulation  of  all  bank  notes  of  a  less  denomination 
than  ten  dollars  be  suppressed,  by  means  of  a  tax  or  stamp  duty  to  be 
levied  by  Congress. 

FouHli.  That  the  Government  of  the  United  States,  through  its  dif- 
ferent treasuries,  receive  gold  from  the  people,  and  issue  receipts  or 
certificates  of  deposit  therefor,  in  sums  of  not  less  than  one  hundred 
dollars. 

These  four  measures  constitute  the  system  of  reform  your  commit- 
tee venture  to  recommend.  They  have  pointed  out  the  necessity  and 
propriety  of  each  under  the  proper  heads.  They  may  here  add  their 
belief  that  the  adoption  of  the  entire  series  would  be  likely  to  so  ele- 
vate the  character  of  our  currency  as  to  make  it  the  best  extant,  instead 
of  being  about  the  worst  as  it  now  unquestionably  is.  It  would  render 
our  currency  better  than  that  of  Great  Britain,  because  the  restraints 
which  she  has  placed  upon  her  banks  do  not  embrace  deposits.  Sir 
Robert  Peel's  bill  has  made  this  fatal  omission,  and  is  thus  rendered  of 
little  practical  value.  Its  limitation  of  the  movements  of  the  Bank  of 
England  applies  only  to  the  circulation,  re(piring  all  that  is  issued  in 
excess  of  £14,000,000  to  represent  an  equal  amount  of  coin  in  its 
vaults ;  but  leaving  it  and  all  other  banks  in  the  United  Kingdom,  in- 
cluding the  private  bankers  and  discount  houses,  free  to  transmute  debt 
into  currency,  by  loaning  their  credit,  to  whatever  extent  their  inclina- 
tion and  ability  may  dictate.  They  had  abused  this  privilege,  prior  to 
the  crisis  of  last  year,  to  a  much  greater  extent  than  even  our  own  Banks. 
In  other  words,  their  currency  was  much  more  inflated  than  ours.  This 
assertion  will  surprise  many,  but  it  is,  nevertheless,  strictly  true.  And 
had  not  the  Government  wisely  come  forward  and  authorized  the  bank 
to  violate  its  charter,  by  increasing  its  issues  regardless  of  the  specie  in 
its  vaults,  and  thus  breaking  the  force  of  the  reaction  and  panic  before 
they  reached  their  culminating  point,  as  they  were  permitted  to  do  here, 
the  whole  debtor  class  in  that  kingdom  would  have  been  involved  in 
hopeless  bankruptcy.  As  it  was  they  suffered  more  than  we  did. 
There  were,  perhaps,  less  of  suspended  debts  there,  but  vastly  more  of 
actual  insolvency. 

The  banking  system  of  France  is  liable  to  the  same  objection.     Its 
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discounts  are  not  subject  to  any  legal  restraints  wliatever,  nor  is  its  cir- 
culation as  well  guarded  as  that  of  the  Bank  of  England.  But  the 
commerce  of  tbat  nation  was  less  seriously  affected  by  the  crisis  than 
was  that  of  Great  Britain  or  the  United  States,  because  it  is  prosecuted 

J  on  the  principle  of  cash  payments  or  very  short  credits. 

"  But  to  return  to  the  measures  of  reform  here  recommended.     Why 

should  they  not  be  adopted,  and  moulded  into  laws  ?  Sound  views  of 
public  policy,  and  a  due  regard  for  the  general  welfare,  alike  demand  it. 
From  what  quarter  may  we  anticipate  objections  ?  Surely  not  from  any 
well-managed  bank,  for  the  proposed  measures  will  not  lessen  its  aver- 
age profits,  while  they  will  add  greatly  to  the  security  of  its  business. 
And  if  well  grounded  objections  cannot  come  from  this  quarter,  they 
cannot  come  at  all,  for  their  adoption  would  greatly  benefit  every  other 
interest, 

GEORGE  OPDYKE, 

WILSON  G.  HUNT, 
JAMES  GALLATIN, 
JOHN  EADIE. 


EXTRACT    FROM  THE   MONEY    ARTICLE  OF    THE  JOUR- 
NAL OF  COMMERCE,  OF  NOV.  27,  1858. 

There  has  been  so  much  said  m  regard  to  "banking  on  credit,"  and  so 
much  interest  has  been  manifested  on  this  subject  since  the  report  of  the 
Committee  to  which  we  have  recently  referred,  tliat  we  have  carefully  com- 
piled a  summary  of  the  last  statement  of  the  banks  of  this  State  (out  of 
the  city),  comparing  the  items  with  the  summary  of  the  city  banks  for  the 
same  date. 

§tateincnt  of  t!sc  Rcisources  and  Liiabiiities  of  the  Banks  of  llie  City 

and  State  of  Mew  York,  on  the  morning  of 

September  25th,  1§5§. 

UESOURCES.  STATE.  CITV.  TOTALS. 

Loans  and  Discounts ;... i|63,863.045  $122,274,854  §186,137,899 

Stocks  and  promissory  notes 13,842,356  11,189,060  25,031,416 

Bonds  and  mortgages 8,070,447  526,650  8,597,097 

Real  estate                  2,241,636  5,941,289  8,182,925 

*Due  from  Banks     8,815,302  4,045,553  12,860,855 

Overdrafts                           300,983  49,172  350,155 

*Cash  items"               1,156,190  12,583,941  13,740,131 

♦Banknotes                           998,453  1,116,555  2,115,008 

»Specie           '        "                  1,633,681  28,271,614  29,905,295 

Add  for  cents....' 872  93  965 

$100,922,965      $185,998,781      $286,921,746 

LIABILITIES. 

Capital                                            .   $42,261,795  $67,734,755  $109,996,550 

Profits  net " 3,944,648  6,742.801  10,687,449 

Circulation             19,109,327  7.496,080  26,605,407 

Due  Bank"?                 6,449,325  27,161,123  33.610,448 

Due  Depositors    '     25,609,085  75,604,606  101.213,691 

Due  State  Treasury 1,836,901  431,1.53  2,268,054 

Dueallothers 1,711,884  828,263  2,.540,147 

$100,922,965    $185,998,781     $286,921,746 

Liabilities  other  than  for  capital  and  profits 54,716,522       11],521,225       166,237,747 

The  Banks  of  the  City  of  New.  York  held  25  3-10  per  cent,  of  coin  to  liabiUty. 

The  Banks  of  the  State  of  New- York  held  2  9-10  per  cent,  of  coin  to  liability. 

The  Banks  of  the  City  of  New- York  held  41  2-10  pnr  cent,  of  available  means  to  liability. 

The  Banks  of  the  Slate  of  New-York  held  23  per  cent,  of  available  meaas  to  liability, 


♦  Ready  means. 

The  above  needs  no  explanation,  and  tells  its  own  story  without  much 
necessity  for  comment.  It  is  well  known  both  here  and  at  Albany  that  the 
country  banks  control  all  the  legislation  of  this  .State  on  the  subject  of 
banking  ;  any  measure  of  reform,  therefore,  in  regard  to  increasing  "  the 
specie  basis,"  to  be  legally  enforced,  must  exclude  them  from  its  provisions. 
They  have  only  $^42,261,795  capital,  against  1^67,734,755  of  the  city  banks, 
but  they  wield  a  wider  influence  over  legislation.  They  hold  but  $1,633,681 
in  specie,  for  $54,716,522  of  net  liabilities,  and  this  was  not  made  up  by 
balances  here  in  the  city,  as  some  might  assume,  the  total  balances  of  all 
descriptions  being  $8,070,447,  including  all  they  owed  to  each  other.  It 
is  also  a  little  remarkable  that  they  held  $1,836,901  of  the  State's  funds, 
while  the  city  banks  only  held  $431,153.  It  will  be  seen  that  the  country 
banks  had  not,  on  the  25th  of  September,  specie  enough  on  hand  to  pay 
back  the  funds  they  held  subject  to  the  call  of  the  State  Treasurer.  The 
circulation  is  secured  by  stocks,  it  is  true,  but  to  hold  less  than  10  per 
cent,  of  it  in  specie,  does  not  strike  us  as  the  perfection  of  wisdom  or  safe- 
ty. "We  commend  the  statement  to  the  oaieful  study  of  those  who  are 
disposed  to  glorify  the  "  system,"  and  who  oppose  all  efforts  at  improve- 
ment. 


H-W-^l"^^ 
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New  York,     Citizens 
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